CALIFORNIA’S

TOLLS PROVIDE

SOME LESSONS

By ERIC PRYNE
Seattle Times staff reporter

SANTA ANA CANYON, Calif. — It's
9:30 p.m., the height of rush hour in this
notorious Orange County bottleneck, and
eastbound traffic on the 91 Freeway is dis-
playing a split personality.

Commuters in the four outside lanes are
lurching home at maybe 10 mph, basking in
the glow of their own brake lights.

Commuters in the two inside lanes are zip~
ping past them at 70.

The difference? Money. The inside lanes on
this 10-mile stretch of the 91 east of Anaheim
are toll lanes, built in 1995 in what had been
the freeway median. They offer commuters a
choice: sit in traffic at no charge, or pay a pre-
mium — $4.75 right now -— to whiz past it.

A decade ago toll roads in the West were
as rare as cowboys in pinstripes. Tolls were
for those poor suckers on the New Jersey
Turnpike.

Now tens of thousands of Southern Cali- -
fornia drivers pay them every day. The
Seattle area could he next.

. Regional leaders are searching for solu-
tions to congestion and money to pay for
them. There's more talk of tolls now than
there has been in years.

Some King County officials have proposed
tolls to help pay for replacements for the
Alaskan Way Viaduct and Evergreen Point
Floating Bridge. Referendum 51, the gaso-

Pease see Tollg on A 17

Paying tolls without toll hooths

Most Southern California toll-road customers have prepaid debit accounts and

Radio transponder

radio lransponders, some solar-powered,
with a computer chip in which account

Fistiokl

Solar cell

*Bullery supplies power when
there is insufficient sunlight.

information is stored.

~+-—— §§ The customer affixes the radio

transponder to the inside of the
vehicle's windshield.

H Antennas over the toli lanes read the
signal from the transponder and
deduct the toll from the customer's
prepaid debit account.

Each California toll-road operator
has a different method of detecting
violators. Minimum fines range from
$30 on the San Joaquin Hills and
Foothill/Eastern toll roads to $271
on the I-15 HOT lanes.

On the Orange County toll roads, cameras mounted over the toll lane
phatograph the license plates of violators. The license number is run
through the Department of Motor Vehicles and a fine plus the toll fee is sent
by mail to the violator's home. If the fine is not paid, the fine is doubled and
added with the original toll fee to car's registration-renewal fee.

Source: Transporiation Corridor Agencies
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line-tax increase on the November
ballot, includes money to study a new
toll road bypassing Interstate 5. Plans
to widen Interstate 405 include a pos-
sible HOT (high-occupancy toll) lane:
a car-pool lane that solo drivers can
use if they're willing to pay for the
privilege.

Seattle-area drivers haven't paid
tolls since 1979, when they were tak-
en off the Evergreen Point Floating
Bridge. Any move to impose them
now would be a leap into the political
unknown.

Orange County made that leap
more than decade ago. Its transporta-
tion leaders turned to tolls because
traffic was getting worse, and they
didn’t have enough tax money to do
much about it.

Sound familiar?

The privately owned 91 Express
Lanes through the Santa Ana Canyon
is one of four toll projects that have
opened in Orange and San Diego
counties since 1993. Orange County
governments built two toll roads from
scratch, the 36-mile Foothill-Eastern
and the 15-mile San Joaquin Hills. In
San Diego, a local-government con-
sortium converted an eight-mile
car-pool lane on Interstate 15 into an
HOT lane.

These projects offer several les-
sons for the Puget Sound region as it
considers charging commuters by the
trip.

First, the California toll lanes save
their customers time. Each promised
a faster trip than the toll-free competi-
tion, and each has delivered.

In independent surveys, users re-
port average time savings of 15 min-
utes or more. Backups in the toll lanes
are rare.

But the price can be steep. Opera-
tors strive to keep traffic flowing free-
Iy at all costs. If they charged less,
they say, the lanes would quickly fill

up.
 Both the 91 Express Lanes and the
1-15 HOT lanes in San Diego employ

aggressive  “congestion  pricing,”
charging much more at peak hours.
Commuters who use the 91 Express
Lanes every weekday during the
most expensive times pay more than
$40 a week. On 1-15, where the one-
way toll can be adjusted every six
minutes, it has reached $8 at times.

Most people who drive the toll
roads don't use them every day.

“The big thing is, they offer people
a choice,” says Jon Ramirez, opera-
tions manager for the 91 project.

Another lesson: In California, a trip
in a toll lane no longer requires a stap
at a tollbooth. The 91 Express Lanes
and 1-15 HOT lanes don'’t even accept
cash.

Instead, customers set up prepaid
accounts and get small, plastic, per-
sonalized radio transponders to
mount on their windshields. When
they drive under antennae on gantries
spanning the toll lanes, the transpon-
der beeps twice and the toll is deduct-
ed from their account automatically.

Ken Small, a transportation econo-
mist at the University of California, Ir-
vine, says it's not surprising that toll
roads first found favor in Orange
County. Its politics are conservative,
anti-tax. It’s also growing rapidly, and
the toll roads had strong support from
developers.

But many motorists who use the
lanes seem to have a love-hate rela-
tionship with them.

“We use it because it's conve-
nient,” says Toni Long, who drives
the Foothil/Eastern about three
times a week. “But it’s kind of a bum-

mer to have to pay for it.”

A ‘rich man’'s freeway’?

Traffic is a source of great frustra-
tion and occasional humor in Corona,
the fast-growing city of 122,000 that
straddles the 91 just east of Santa Ana
Canyon.

Once, William Ashe says, a local
church posted the message “Jesus is
coming soon” on its readerboard.
Someone tacked up a handmade ad-
dendum: “Not if he's on the 91 free-
way."”

Ashe, a construction worker,
moved to Corona 11 years ago, drawn,
like many others, by its relatively af-
fordable housing. He drives the 91 ev-
ery day to work in Downey, 35 miles
away.

“The 91 Parking Lot, we call it,” he
says.

The 91 Express Lanes were a god-
send when they opened seven years
ago, Ashe says. On Friday afternoons,
when traffic is especially thick, he fig-

ures they cut 20 or 25 minutes off his

commute.
But the tolls are too high, Ashe
says. If his employer didn't reimburse

. him, he probably wouldn't be driving

the toll lanes much.

“Jt's a rich man's freeway now,” he
says. “It's out of reach for the poor
working guy.”

Ashe’s complaint is a common one.
Cuitics call Southern California’s toll
roads “Lexus lanes,” with some justi-
fication.

Surveys show toll-lane customers
tend to come from higher income
brackets. In San Diego, 60 percent of
I-15 HOT-lane users have annual
household incomes topping $100,000,
compared with just 29 percent of

those stuck in the I-15 main lanes, ac- -

cording to a recent poll.

On the 91 Express Lanes, “what
you're talking about is people spend-
ing $8 a day to go back and forth to

California's toll roads on the Web

91 Express Lanes:
www.9lexpresslanes.com

San Joaquin Hills and Foothill/Eastern
toll roads:

www. thetollroads.com

1-15 HOT lanes:
argo.sandag.orglfastrak/

work,” says Riverside County Super-
visor Bob Buster. “That’s pretty dis-
criminatory against the low-income.
It's a caste system.”

But the same San Diego poll that
revealed the income disparity be-
tween HOT-lane users and nonusers
also revealed I-15 commuters of all in-
comes support the toll project and
consider it fair.

Janusz Superak, a San Diego
State University engineering profes-
sor who headed a three-year study of
the I-15 project, says lower-income
drivers may value the lanes even
more than the wealthy when they do
choose to use them.

The toll lanes provide a safety net

" for those likely to suffer greater eco-

nomic consequences for being late to
work or late to pick up a child at day
care, he says.

" 4 ‘good thing’?

Toll-road backers also say those
who don't use the toll lanes benefic
from reduced congestion on the toll-
free lanes. But it's hard to pin down
what impact the toll lanes have had on
traffic elsewhere.

In Orange County, a consultant
huedvby the agencies that run the
Foothill/Eastern and San Joaquin Hills
routes concluded last year that, with-
out the toll roads, rush-hour slow-
downs at chokepoints on other free-
ways and arterials would last much
longer.



Critics say such studies assume all
the trips made in Orange County to-
day still would have been made if the
toll roads hadn't been built. Toll lanes,
Jike any new road capacity, generate
additional traffic as people rush to
take advantage of improved condi-
tions.

That happened on the 91, says Ed-
ward Sullivan, a transportation-engi-
neering professor at Cal Poly who
studied the Express Lanes for four
years. Afternoon peak-hour delays on
the main lanes dropped dramatically
when the Express Lanes opened, he
says; now they are back up to where
they were before.

But traffic studies probably aren’t
as important as what commuters per-
ceive. And most folks in Orange and
San Diego counties appear fo think
the toll lanes have helped.

A majority of the I-15 main-lane
commuters Supernak surveyed in late
1999 agreed the toll lanes had reduced
congestion on the freeway overall.
San Diego is so pleased with the HOT
lanes that it plans to extend them an-
other 12 miles.

Fifty-four percent of 2,000 Orange
County adults who participated in a
telephone poll co-sponsored by Uni-
versity of California, Irvine, last year
said the Foothil/Eastern and San Joa-
quin Hills toll roads were “a good
thing” for the county’s transportation
system.

Just 12 percent labeled them a bad
thing. Twenty-five percent said the
roads made no difference.

The 91 Express Lanes is Southern
California's least-popular toll project.
Its private owner has used a noncom-
pete agreement it has with the state
to block proposed improvements to
the freeway's main lanes, provoking
widespread resentment.

In the spring the company agreed
to sell the lanes to Orange County's
transit agency, a move that would nul-
lify the noncompete agreement. Some
want the prospective new owner to
reduce tolls, even if it attracts more
customers to the lanes and slows traf-
fic.
Toll roads force choices like this.
But most Southern California com-
muters, like drivers everywhere,
don't want to choose. They want a trip
that's both fast and cheap, if not free.

Michael Blanco of Corona drives
the 91 Express Lanes home from
work several times a month, when it's
important to get home to cook dinner
or when his wife has a project for him.

Faying the toll saves him 15 to 30
minutes, he says.

But Blanco uses the toll lanes less
now than he used to. He and his wife
have a new baby, and they're on a
tighter budget.

“The prices have gone up way too
much,” he says. “They’re skyrocket-
ing."

Eric Pryne: 206-464-2231 or
epryne@seattletimes.com.

Southern California's toll projects
./ & 7 t— Highway 91 Express Lanes

Description: 2 toll lanes in each direction in median of
existing freeway

Opened: 1995

Operator: California Private Transportation Co. (private)
Length: 10 miles

Exits/entrances along route: No

Cost: $134 million

Toll collection method: Prepaid account/ transponder only
Lowest off-peak toll: $1 .

Highest peak-hour toll: $4.75 eastbound,

$3.60 westbound

Discount for car pools: Yes (half-price)

What tolls pay fori Operations, construction debt, company
profits

Average weekday traffic: 28,000 vehicles

Foothll/Eastern Toll Roads

Description: New toll highway

Opened: 1993-1999 -

Operator: Foothill/Eastern Transportation Corridor Agency
(government)

Length: 36 miles

Exits/entrances along route: Yes

Cost: $965 million

Toll collection method: Cash or prepaid
account/transponder

Lowest off-peak toll*: $4.50 (transponder), $5 (cash)
Highest peak-hour toll*: Same

Discount for car pools (at least three people): No
What tolls pay for: Operations, construction debt
Average weekday traffic: 140,000 vehicles

*for longest possible trip

San Joaquin Hills Toll Road

Description: New toll highway £
Opened: 1996

Operator: San Joaquin Hills
Transportation Corridor Agency
(government)

Length: 15 miles ,
Exits/entrances along route: Yes <
Cnst: $800 million

Toll coltection method: Cash or
prepaid account/transponder
Lowest off-peak toll*!

$2.50 (transponder), $3 (cash)
Highest peak-hour toll*:

$2.75 (transponder), $3 (cash)
Discount for car pools: No
What tolls pay for: Operations,
construction debt

Average weelkday traffic: 80,000 vehicles
*for longest possible trip

1-15 HOT lanes
Description: 2 existing reversible car-pool lanes in freeway
median that solo drivers pay tol! to use

Opened: 1996

Operator: San Diego Association of Governments
(government)

Length: 8 miles

Exits/entrances along route: No

Cost: $10 million

Toll coltection method: Prepaid account/transponder only
Lowest off-peak toll: 50 cents

Highest peak-hour toll: $4, $8 in unusually severe traffic
Discount for car pools (at least two people): Yes (free)
What tolls pay for: Operations, express-bus service
Average weekday traffic: 20,000 vehicles

Source: California Private Transportation Co.; Thansportation Corridor Agencies; '
San Diego Association of Governments
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Financing Mechanisms Available Under Current Law

Transportation Infrastructure Financing Alternatives Committee
September 26, 2002

This paper provides background on those financing mechanisms available to state
government under current law for funding major transportation infrastructure projects.
Available funding mechanisms fall into four general categories:

Tax-backed Bonds;

Revenue Bonds;

Certificates of Participation; and

Private financing, or a combination of public and private financing.

I. Tax-Backed Bonds

For purposes of transportation financing, the discussion of government bonds will focus
on bonds supported by the motor vehicle fuel tax (gas tax). Gas tax bonds in Washington
are often referred to as “double-barreled bonds”. So-called because they have two sources
of tax backing. The bonds are primarily backed by state gas tax revenues. Should gas tax
revenues prove to be inadequate, the bonds are also backed by the full faith and credit of
the state. This means that the bondholders could look to the general fund for satisfaction
of the bond debt.

Article VIII, section 1(i) of the Washington State Constitution requires a 60% majority vote
in each house of the Legislature to authorize bond issuance. Once the indebtedness has
been authorized, the state Finance Committee determines the terms and conditions of the
sale. A sale cannot go forward without the approval of the Finance Committee.

Gas tax bonds are not subject to the constitutional or statutory debt limit, See Washington
State Constitution Art. VIII, §1(g). As the debt to revenue ratio increases, however,
consideration of the amount of gas tax revenue tied up in debt service could negatively
impact interest rates. Currently between 30 and 35% of the state gas tax revenues! are
pledged for bonds. Not all of those bonds have been issued.

Tax-backed bonds fall into two general categories: serial bonds and capital appreciation
bonds.

l«State gas tax revenues” here refers to the remainder of gas tax collections remaining to the
state after statutory distributions and refunds.
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Serial bonds are the most common instrument. These are usually sold for a 25 year term
with principal and interest payments made throughout the term. Capital appreciation or
“zero coupon” bonds are sold for varying terms and do not require periodic payments.
Instead, the principal and interest are payable in full at the maturation date. In the
absence of a gas tax appropriation, zero coupon bonds are used to cover the debt service
on a toll project for the period between when construction begins and when tolls can first
be charged.

Another tax- backed bond mechanism available is the “garvee” bond. A garvee bond
borrows against federal fuel tax revenues. The federal government appropriates federal
gas tax revenues to the states six years at a time. A free-standing or “naked” garvee bond
can be very expensive because of the lack of a concrete pledge of federal gas tax dollars
more than six years out. This state has not opted to issue garvee bonds.

II. Revenue Bonds

Revenue bonds are payable solely from revenue from a specific source or pooled revenue
from various sources. Revenue bonds may be project based, i.e. the Hood Canal floating
bridge, or tax based, such as project oriented taxes levied to finance a convention center.
Revenue bonds are not backed by the gas tax or the full faith and credit of the state.

RCW 47.60.060, first enacted in 1949, authorizes the department of transportation to issue
revenue bonds for ferries or toll bridges. The bonds are not general obligations of the state
and are payable only from revenues of the project financed. The state used this
mechanism for funding toll bridges in the past, such as the Hood Canal toll bridge. When
the department of Transportation was formed in the 1970's, revenue bond debt was
reissued as full faith and credit debt. Since that time no State transportation projects have
been financed solely with revenue bonds.

The Tacoma Narrows Bridge project incorporates tolls, but the bonds are not revenue
bonds. The bonds are backed by the gas tax and the full faith and credit of the state.
From a budget perspective, the bonds will be paid off from toll proceeds. From an
investor’s perspective, that is irrelevant. The bonds ultimately rest on the full faith and
credit of the state. For this reason the Tacoma Narrows Bridge bonds have been sold at
tax-backed bonds interest rates rather than revenue bond interest rates.
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III. Certificates of Participation

Certificates of participation (COPs) can also be used for some capital projects. Under a
COP, the holders of the COPs are represented by a trustee who holds an underlying
ground lease on the property. At the end of the lease term the state takes ownership of the
asset, usually for a nominal fee. A recent example is the Department of Ecology building
constructed in Lacey. In entering into the agreement, the state is making a pledge of
future appropriations, which is distinct from a pledge of revenues. If the state defaults, i.e.
refuses to appropriate sufficient funds to cover the lease payment, the trustee can operate
the facility. Unlike bond holders, the trustee does not have the right to sue the state to
compel payment. : '

Theoretically, a COP could be used to finance a toll road or bridge. The COPs would be
backed solely by revenue from the facility. The trustee would have the right to operate the
facility in the event of default. Obviously the prospect of a private entity taking over and
operating a portion of the public highway system raises legal and policy issues about the
viability or advisability of such a scheme.

IV. Private Financing

Under current law, public financing is only authorized for projects built under the Public
Private Initiatives in Transportation act (PPI). Chapter 47.46 RCW authorized full or
partial private financing for transportation projects built under the PPI law. No additional
projects may be built under the PPI law unless that law is amended.

Some issues to consider when contemplating private financing;

e  Private bonds do not constitute public debt and thus do not encumber state
revenues.
e  Private bonds are, generally, more expensive than public debt. It is difficult to beat
the full faith and credit of the state as a guarantee of payment. ‘
e  Private bonds often entail additional financing costs, including:
o  Coverage factor: tolls set high enough to provide to ensure that debt service
payments can be met even if traffic falls short on projections;

. o Contingency reserves: bondholders often require establishing contingency
reserves to meet unexpected costs arising during construction. Establishing
contingency reserves requires selling additional bonds at the start of the project
to establish the reserves.



